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Abstract: This study presents a comprehensive analysis of India's evolving green banking landscape through systematic
examination of secondary data from regulatory bodies, financial institutions, and corporate reports (2019-2024). As India
progresses toward its 2070 net-zero commitment, the banking sector has emerged as a critical enabler of sustainable
development through innovative financial instruments and policy-aligned initiatives. Our research reveals three key
dimensions of India's eco-finance transformation. First, an analysis of RBI data demonstrates significant growth in
sustainable finance, with green loan disbursements increasing by 67% since 2020, predominantly driven by renewable
energy projects (42%) and green infrastructure (31%). Second, SEBI's 2023 ESG disclosure requirements have catalyzed

measurable changes, resulting in a 140% increase in green bond issuances within the first year of implementation.

Third, comparative financial analysis indicates that banks with comprehensive green portfolios consistently outperform
industry averages by 3-5% in key metrics including ROA and NIM. The study identifies distinct patterns in adoption across
demographic segments. While urban centers account for 78% of green banking transactions, rural adoption rates remain
constrained by infrastructure limitations and financial literacy gaps. Age-disaggregated data shows millennials (25-40 years)
constitute 62% of users for digital green financial products, though participation drops sharply among customers above 55
years (18%). These findings have important policy implications. The research highlights the effectiveness of regulatory
interventions, with banks subject to stringent sustainability reporting requirements showing 23% higher compliance with
green lending targets. However, persistent challenges include uneven regional implementation and limited MSME
participation in sustainable finance programs. This study contributes to the literature by providing empirical evidence of the

financial viability of green banking in emerging markets, while identifying actionable pathways to accelerate inclusive
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adoption. The results suggest that India's banking sector can serve as both an economic growth engine and sustainability

catalyst through targeted product innovation, enhanced rural outreach, and strengthened policy frameworks.

Keywords: Sustainable finance, Banking regulation, ESG compliance, Climate-aligned lending, Financial inclusion, Green

transition.

l. INTRODUCTION

The Green Finance Revolution in India is reshaping the financial ecosystem by integrating environmental considerations
into core banking and investment practices. This transformation reflects a global paradigm shift where climate change is no
longer seen merely as a risk but as a significant opportunity for sustainable wealth creation. Indian financial institutions are
increasingly deploying capital toward low-carbon, resource-efficient, and socially inclusive ventures. Green banking is thus not
an isolated domain; it is becoming intrinsic to strategic banking operations and decision-making. The State Bank of India (SBI),
HDFC Bank, and other major institutions have adopted ESG frameworks to align with international best practices. This
systemic transformation leverages finance as a tool for ecological resilience by funding climate-resilient infrastructure, reducing
the carbon footprint, and promoting innovation in green technologies (Chaturvedi & Upadhyay, 2023). Notably, India’s green
finance growth aligns with SDG 13 (Climate Action) and SDG 7 (Affordable and Clean Energy), placing the country at the

vanguard of sustainability finance in South Asia.
Driving India’s Sustainable Transition

India’s pledge to reach net-zero carbon emissions by 2070, as per the Paris Agreement, necessitates a radical reorientation
of financial flows towards sustainability. Banks and NBFCs have begun allocating significant funds to green sectors, including
approximately $50 billion annually to renewable energy and smart grid infrastructure (RBI, 2024). For example, the Indian
Renewable Energy Development Agency (IREDA) provides concessional loans for solar parks and wind projects, helping
decarbonize energy consumption. Additionally, investments in green infrastructure such as EV charging stations and LEED-
certified green buildings are receiving fiscal and policy support. Agricultural finance is also being diverted to promote climate-
resilient practices, such as drip irrigation and organic farming. Importantly, financial institutions are integrating ESG indicators
into credit rating models, allowing them to avoid stranded assets that result from outdated, carbon-intensive business models.
This trend shows that sustainability is not just a compliance requirement—it is becoming central to long-term economic risk
management (World Bank, 2023).

Innovation in Action

Indian banks are spearheading innovation by integrating sustainability into core banking products and services. One major
milestone was SBI’s $1 billion green bond issued in 2023, primarily directed toward financing solar and wind energy initiatives,
marking one of the largest climate-focused debt instruments in Asia. Banks are also embracing digital ecosystems to promote
paperless banking, which significantly reduces environmental impact—SEBI (2024) estimates that paperless operations reduce
over 8,000 tons of CO: emissions annually. Furthermore, sustainable banking practices are incentivizing businesses to adopt
clean technologies through favorable interest rates. For instance, Yes Bank and Indusind Bank offer concessional loans for
renewable energy startups and water purification systems. Fintech collaborations are emerging, where Al-driven platforms help
assess the carbon footprint of loan applicants, thereby promoting environmentally responsible lending. These innovations reflect

a shift from traditional to transformative banking, where technology and climate consciousness converge (KPMG India, 2023).
Regulatory Momentum

The regulatory framework in India is increasingly geared toward institutionalizing sustainability within financial
operations. The Reserve Bank of India (RBI) has issued guidelines mandating scheduled commercial banks to disclose their

carbon footprint and environmental impact as part of annual financial reporting. This not only improves transparency but also
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aligns Indian banking practices with the Task Force on Climate-related Financial Disclosures (TCFD). The Securities and
Exchange Board of India (SEBI) has also strengthened ESG disclosures for listed companies through the Business
Responsibility and Sustainability Reporting (BRSR) framework. Furthermore, green sectors such as renewable energy,
sanitation, and waste management are now part of the Priority Sector Lending (PSL) norms, requiring at least 10% of net bank
credit to be directed towards them (RBI Circular, 2024). These regulations are designed to institutionalize green practices,
thereby reducing environmental risks in lending portfolios. The regulatory approach is no longer just prescriptive—it is

strategically supportive of innovation and sustainable business models (Sharma & Dubey, 2024).
The Road Ahead

Despite these advances, structural challenges continue to impede the equitable adoption of green finance in India. A major
barrier is the limited access to credit among Micro, Small, and Medium Enterprises (MSMES), many of which operate
informally and lack the digital capacity to benefit from paperless or fintech-enabled green lending solutions. Moreover, green
finance adoption is uneven across regions—urban centers benefit more than rural or Tier-3 towns, where digital and financial
literacy remains low. Generational divides also pose challenges; younger consumers are more likely to engage in app-based
green banking, while older populations may resist such transitions. This highlights the urgent need for targeted financial
inclusion strategies that democratize access to sustainable finance across all demographic and geographic segments.
Government-backed initiatives such as the SIDBI Green Finance Scheme and NABARD’s climate adaptation funds must be
scaled up to reach underserved communities. A holistic approach is required to avoid a dual-speed green economy—one that

excludes the very groups it aims to uplift (NITI Aayog, 2024).
Key Stat: 73% of India’s Green Finance Flows to Renewable Energy

According to NITI Aayog (2024), approximately 73% of India’s green finance is channeled into the renewable energy
sector, particularly solar, wind, and bioenergy. While this is a commendable focus, it reveals a skewed pattern that overlooks
other critical sectors such as water conservation, waste management, and green manufacturing. For example, sustainable urban
planning and climate-resilient infrastructure receive disproportionately less attention in green financing agendas. This
overconcentration in energy also implies missed opportunities for integrated climate adaptation, such as funding low-emission
public transportation, zero-waste supply chains, or circular economy enterprises. It is vital to diversify green financial flows to
other SDG-aligned sectors like health, education, and rural infrastructure, ensuring systemic resilience. Expanding the definition
of green projects, guided by a national green taxonomy, would allow India to tap into untapped sectors while also meeting
broader climate and development goals (MoEFCC, 2024). A more balanced allocation could unlock India’s full potential for

sustainable transformation.
Il. LITERATURE REVIEW

The Evolution of Green Banking Thought - The conceptual framework of green banking has undergone significant
evolution—from a broad ethical notion to a strategic component of financial systems. Tara et al. (2015) characterize green
banking as “banking with a conscience,” wherein environmental considerations, such as minimizing carbon footprints, are
treated with the same seriousness as financial performance. This early vision was broadened by Lindenberg (2015), who
redefined green finance as a multifaceted ecosystem that supports everything from renewable energy investments to low-carbon
housing finance. In recent years, the emergence of green financial instruments—such as green bonds, which reached a global
issuance of over USD 2 trillion as per the Climate Bonds Initiative (2023)—illustrates how environmental sustainability and
economic profitability are no longer mutually exclusive. These developments signal the mainstreaming of eco-conscious finance

globally and offer a scalable model for India’s context.

Global Insights, Local Gaps - While the green finance discourse has advanced significantly in Western economies,

India’s trajectory remains distinct due to its socio-economic dualities and regulatory landscape. Jeucken and Bouma’s (1999)
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seminal four-stage framework on banking sustainability (defensive, preventive, assertive, and sustainable) reveals that many
Indian banks remain entrenched in the "defensive" phase. According to the Reserve Bank of India (2023), institutions often
comply with sustainability mandates in a reactive manner, rather than embracing them as proactive strategic choices. This
compliance-oriented approach underscores a gap between policy rhetoric and operational integration in the Indian banking
sector. The challenge, therefore, lies in moving beyond symbolic gestures to embedding sustainability at the heart of financial

decision-making.

Contrasting Empirical Findings - Empirical studies present a mixed picture regarding the effectiveness of green banking
practices in India. Bhardwaj and Malhotra (2014) observed a positive association between green banking initiatives and
profitability, suggesting that environmental responsibility can enhance competitive advantage. Conversely, Rajput et al. (2014)
reported no significant impact on financial performance, highlighting that the quality and depth of green finance implementation
outweigh superficial compliance. This disparity underscores the importance of context-specific strategies and institutional
capacity. Moreover, Sudhalakshmi and Chinnadorai (2014) found that many Indian banks still regard sustainability as an
ancillary activity—often subsumed under Corporate Social Responsibility (CSR)—rather than as a core operational imperative.

Such findings reinforce the call for strategic realignment in India’s banking sector.

Lessons from the Global South - Experiences from neighboring countries, particularly Bangladesh, offer valuable policy
lessons. Ahmed (2012) examined the effectiveness of Bangladesh Bank’s Green Banking Policy and its Green Index Rating
System, which incentivizes environmentally responsible banking through preferential capital access and policy support. This
regulatory innovation significantly accelerated sustainable finance adoption. India is beginning to adopt similar mechanisms, as
seen in the Securities and Exchange Board of India's (SEBI) 2024 ESG disclosure requirements, which aim to promote
transparency and investor confidence. These regional parallels underscore the potential for tailored regulatory frameworks to

catalyze eco-finance transitions in emerging economies like India.

India’s Green Banking Crossroads - Pioneering institutions such as the State Bank of India (SBI) have set benchmarks
in green banking practices. For example, SBI’s disclosure of carbon footprint through CDP (Carbon Disclosure Project) and its
unique green-linked products like “Save the Tiger” loans—aimed at conservation-linked financing—demonstrate how
ecological goals can be integrated into financial instruments. However, as Verma (2012) warns, most Indian banks continue to
treat green banking as a public relations tool rather than a strategic business model. Nath et al. (2014), in their SWOC
(Strengths, Weaknesses, Opportunities, and Challenges) analysis, identify critical bottlenecks: while digital banking facilitates
operational efficiency (strength), limitations such as digital illiteracy in rural areas (weakness) and emerging cybersecurity risks

(challenge) continue to hamper the scalability of green finance solutions.

Emerging Consensus in Literature - Recent scholarship converges on three thematic imperatives for the growth of green
banking in India. First, stakeholder activism plays a pivotal role—Choudhury et al. (2014) demonstrated that increasing
customer awareness and demand for green products can pressure banks to realign their portfolios. Second, regulatory
frameworks must be more assertive; Bahl (2012) advocated for the Reserve Bank of India to replace soft guidelines with
concrete incentives and penalties to ensure effective implementation. Third, behavioral influences are crucial—KO et al. (2014)
established that peer-driven social norms significantly affect eco-banking adoption, often more than advertising or government
campaigns. These insights suggest that India’s green banking future will depend on a blend of policy innovation, stakeholder
collaboration, and behavioral alignment.

I11. RESEARCH OBJECTIVES
e To study how green banking has developed and is currently practiced in India.

e To examine the rules and policies guiding green banking in India.
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e To find out how green banking affects the profits and strategies of Indian banks.
Research Methodology:

This research employs a descriptive and analytical design, using exclusively secondary data sources to explore the

evolution, impact, and comparative landscape of green banking in India. The methodology is structured as follows:

Research Design - A qualitative-quantitative mixed approach has been adopted to analyze the development, regulatory
environment, and financial implications of green banking in India. This design allows for a comprehensive understanding based

on documented data rather than primary fieldwork.

Data Collection Method - All data used in the study will be collected from secondary sources, including: Regulatory and
Policy Documents: Reports and circulars from the Reserve Bank of India (RBI), SEBI’s Business Responsibility and
Sustainability Reports (BRSR), Ministry of Finance and NITI Aayog policy briefs, Bank Reports and Disclosures: Annual
Reports and ESG disclosures of leading Indian banks such as SBI, HDFC, ICICI. CDP (Carbon Disclosure Project)
participation data. Industry and Global Reports: Publications by Climate Bonds Initiative, World Bank, IMF, and UNEP FlI.
Data from the Climate Policy Initiative and Green Finance Platform. Academic Literature such as Peer-reviewed journals,

working papers, and doctoral theses from databases like JSTOR, Scopus, and Google Scholar is used for reference.
IV. THE IMPORTANCE OF GREEN BANKING IN TODAY’S FINANCIAL ECOSYSTEMS

Green banking has emerged as a crucial pillar in promoting sustainability within the financial sector. At its core, green
banking involves integrating environmental considerations into the very fabric of banking operations—ensuring that economic
growth does not come at the cost of ecological degradation. This approach is increasingly viewed not just as an ethical
imperative but as a strategic move, aligning closely with risk management practices. As noted by the United Nations
Environment Programme Finance Initiative (UNEP FI, 2023), environmental risks—Ilike climate change and resource scarcity—
can directly translate into financial risks. Thus, managing environmental impact is now synonymous with managing long-term

financial stability.

Banks occupy a unique position as financial intermediaries capable of directing capital towards sustainable development
(SD) goals. By incorporating environmental, social, and governance (ESG) criteria into their lending and investment decisions,
banks can not only promote the greening of high-impact sectors such as construction, transportation, and energy, but also
improve their own asset quality and risk profiles over time (RBI, 2024). Green banking, therefore, becomes both a catalyst for

eco-friendly transformation and a shield against future financial uncertainties.

The operational benefits of going green are equally compelling. Practices like digital banking and paperless transactions
significantly reduce operational costs and environmental footprints. A recent report by NITI Aayog (2024) highlights that digital
banking systems in India have collectively saved over 9,000 tons of paper annually, preserving natural resources and
contributing to emission reduction. By embracing energy-efficient systems, banks also lower electricity consumption, minimize

water usage, and reduce waste—contributing to the circular economy.

Moreover, green banking enhances a bank’s public image by reinforcing its commitment to environmental stewardship.
Such reputation gains are not superficial; they can lead to stronger customer loyalty, improved employee morale, and a deeper
trust among stakeholders. Initiatives such as teleconferencing and green transport policies (e.g., ride-sharing) also promote
carbon-conscious workplace culture while saving money and time. From a strategic perspective, green banking encourages the
financing of low-risk, environmentally sustainable projects, which can reduce the probability of non-performing assets (NPAS).
Investments in renewable energy, sustainable agriculture, and green housing are not only less vulnerable to regulatory shocks
but also offer long-term profitability, aligning with India's push towards net-zero emissions by 2070 (MoEFCC, 2023).
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On a broader scale, green banking contributes to behavioural change—encouraging customers and employees alike to
adopt environmentally responsible habits. Financial literacy campaigns, customer awareness programs, and green loans for eco-
friendly products (such as EVs or solar panels) are driving this shift. As India continues to tighten its environmental regulations,
banks that embrace green principles today are better positioned to adapt and thrive tomorrow. In essence, green banking is not
merely about reducing paper usage or planting trees. It represents a transformative shift in how banks operate, invest, and
influence economic priorities. By aligning profitability with planetary responsibility, green banking is playing a central role in

shaping a sustainable and resilient financial future.
Scope of Green Banking in India: A Sustainable Shift in Finance

India’s banking sector has undergone a transformative journey—moving beyond traditional financial metrics to embrace
sustainability as a strategic priority. With advancements in digital infrastructure, banks today are better equipped to reduce
costs, boost productivity, manage non-performing assets (NPAs), and adapt to shifting interest and foreign exchange rates.

However, what sets modern banking apart is its growing emphasis on environmental responsibility.

Green banking is no longer a peripheral idea—it is central to how banks now operate, serve customers, and manage risks.
It emphasizes paperless operations, digital transactions, and environmentally responsible lending practices. The transition from
physical to electronic documentation—such as green credit cards, e-statements, and green mortgages—helps reduce
deforestation and greenhouse gas emissions. As per the Climate Policy Initiative (2023), digital banking alone has reduced

paper consumption in India’s top ten banks by over 40%, saving an estimated 1.2 million trees annually.

Beyond operational efficiency, green banking also cultivates environmental and social consciousness among business
clients and employees. Banks have started financing green projects, offering preferential interest rates on eco-friendly loans
(such as for electric vehicles, solar installations, or green buildings), and tying up with NGOs and corporates to support

environmental awareness programs (RBI, 2024).
Green Banking and Risk Mitigation

Green banking is crucial in mitigating key risks in the banking ecosystem: Credit Risk: Climate change and unpredictable
weather patterns—Iike floods, droughts, and heatwaves—pose significant risks to the economic assets financed by banks. For
example, agricultural loans are more prone to defaults due to erratic monsoons. Moreover, businesses operating in
environmentally harmful sectors may face regulatory crackdowns, further increasing credit risk. Banks integrating ESG risk

screening can proactively avoid such exposures (World Bank, 2023).

Legal Risk: With the enforcement of strict environmental laws, banks can face legal liabilities if they fund polluting
entities without due diligence. If banks repossess assets from defaulters—Iike factories or lands that violate environmental
norms—they may become legally liable for environmental cleanup. Reputational Risk: As environmental awareness grows,
public scrutiny over a bank’s lending portfolio has intensified. Financing controversial projects—such as mining or
deforestation-related ventures—can damage a bank’s brand image, leading to customer attrition and regulatory penalties.

Sustainable finance, therefore, is becoming a reputational safeguard.
Key Benefits of Green Banking in India

v Paperless Operations: Most Indian banks now operate on Core Banking Solutions (CBS), enabling a shift toward
digital communication and recordkeeping. E-reports, e-audits, and e-KYC (Know Your Customer) protocols are

standard practice. This digitisation contributes directly to forest preservation and reduces administrative delays.

v" Awareness Creation: Banks are actively partnering with environmental NGOs and corporate CSR wings to conduct
awareness campaigns—such as clean energy seminars, carbon literacy workshops, or green product promotions. These

initiatives not only uplift communities but also enhance a bank’s social image.
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v' Green Loans at Lower Rates: Financial institutions like SBI, ICICI, and YES Bank are offering concessional loans
for environment-friendly ventures—covering electric vehicles, energy-efficient housing, solar panels, and even

rainwater harvesting systems. This promotes green entrepreneurship and helps meet India’s net-zero targets.

v" Environment-Based Lending Standards: Banks are introducing environmental screening protocols before lending.
This forces borrowers—especially in manufacturing, real estate, and logistics—to adopt cleaner technologies and more

sustainable practices, fostering long-term environmental benefits.

v" Customer Loyalty & Efficiency Gains: Green banking also boosts customer satisfaction through faster digital
services and mobile accessibility. Services like UPI, net banking, and green channel counters reduce waiting time,
lower service costs, and minimize carbon footprints. According to NITI Aayog (2024), banks that have adopted green

platforms report a 17% increase in customer retention.
Green Banking Strategies Adopted by Indian Banks

Indian banks have rolled out several eco-friendly initiatives over the past decade. The RBI, through its “Policy
Environment” document (updated 2023), has encouraged all scheduled commercial banks to integrate green IT and

sustainability into their operations. Key strategies include:

Solar-Powered ATMs: Indusind Bank pioneered the use of solar energy to power ATMs, reducing carbon emissions in
rural and semi-urban locations.

Green Home Loans: SBI offers lower interest rates for customers buying energy-efficient homes, promoting sustainable

housing.

Energy Efficiency Programs: Union Bank and IDBI have launched internal programs to cut down their carbon

footprints—switching to LED lighting, automated cooling systems, and sustainable office infrastructure.

Corporate Environmental Stewardship: ICICI Bank and YES Bank have adopted climate-conscious lending frameworks,
with ICICI focusing on clean-tech financing and YES Bank launching community sustainability projects under its CSR

mandate.

Green Mutual Funds and ESG Products: Institutions like Royal Bank of Scotland (formerly ABN AMRO) have introduced

sustainable development funds, helping investors align their money with their values.

Furthermore, banks are leveraging digital platforms like online banking, mobile banking, and contactless transactions to
reduce their operational emissions. The State Bank of India’s Green Channel Counter, launched on SBI Day (July 1, 2010), was

one of the earliest digital initiatives to reduce paper usage in physical branches.
Technological Innovations Enhancing Green Banking

Online Banking Services: Services like NEFT/RTGS fund transfers, bill payments, e-tax filing, and demat services allow

customers to avoid physical travel, saving both fuel and time while reducing pollution.

Mobile Banking (M-Banking): Mobile apps offer round-the-clock banking access, enabling customers to perform
transactions without visiting a branch. As per Statista (2024), over 75% of urban bank customers in India now rely on mobile

banking as their primary banking channel.

ATM and Debit Card Innovations: From biometric-enabled ATMs to the introduction of multi-currency prepaid travel

cards like SBI’s Vishwa Yatra Card, technology has made banking greener and more convenient.

Green Gift Cards & e-Vouchers: Eco-friendly prepaid cards serve as alternatives to traditional paper-based vouchers,

reducing packaging and printing waste during festive seasons or promotions.

© 2025, IJARCSMS All Rights Reserved ~ 1SSN: 2321-7782 (Online)  Impact Factor: 6.012  ISSN: 2347-1778 (Print) 35|Page



Dr. Magar et al., International Journal of Advance Research in Computer Science and Management Studies
Volume 13, Issue 7, July 2025 pg. 29-40

Green Banking by Indian Banks: Leading the Way

1. Kotak Mahindra Bank - Under its “Think Green” initiative, Kotak encourages customers to opt for e-statements and
plants a tree for each switch, partnering with Grow-Trees.com. It evaluates borrowers’ environmental and social risks
using the IFC framework and consolidates data centers for energy efficiency. The bank has also installed rainwater

harvesting systems and ensures used oil is disposed of through certified vendors (Kotak Sustainability Report, 2024).

2. Canara Bank - Canara Bank has embraced eco-friendly operations: solar-powered biometric ATMs, e-lounges, online
passbook kiosks, and tele-banking—all reducing paper and energy use (Canara Bank Sustainability Report, 2023). Its
lending policy prioritizes carbon credit—generating projects and excludes finance for ozone-depleting or highly

polluting units. Project appraisals require effluent treatment commitments and Pollution Control Board clearances.

3. Axis Bank Ltd - Axis Bank recycles dry waste into stationery, operates from a LEED Platinum—certified green HQ in
Mumbai, and promotes car-pooling among employees. It actively promotes e-statements, email-based annual reports,
and has deployed solar-powered ATMs under the Independent ATM Deployment model (Axis Sustainability Report,
2023).

4. State Bank of India (SBI) - SBI leads with wind energy initiatives—installing 15 MW capacity across three states and
targeting 100 MW soon. It launched Green Channel Counters in 2010 to reduce paper-based banking. Collaborations
with Suzlon Energy support wind-powered branches. It is also a signatory of the Carbon Disclosure Project and co-
finances solar projects with EXIM Bank (WWF-India, 2024; SBI Report, 2024).

5. HDFC Bank Ltd - HDFC Bank minimizes its carbon footprint through waste management, paperless banking, and
renewable energy. It uses LED lighting, encourages estatements, and has piloted solar-powered ATMs in Bihar. The

bank ties up with recyclers and prioritizes CPCB-rated, energy-efficient products (HDFC Sustainability Report, 2023).

6. Punjab National Bank (PNB) - PNB conducts electricity audits, promotes green building practices, and has organized
over 290 tree plantation drives. It insists on Pollution Board clearances before lending and enforces environmental
conditions for project loans. Its green commitment includes compliance with the Equator Principles and participation in
biodiversity projects like butterfly parks (PNB CSR Report, 2023).

7. Bank of Baroda (BOB) - BOB supports renewable energy projects and mandates pollution clearance certificates for its
borrowers. It promotes mobile and e-banking for paperless operations and deploys green data center technologies. The

bank also discourages loans to industries that use ozone-depleting substances (BOB Annual Report, 2023).

8. YES Bank & Indusind Bank - YES Bank leads in financing alternative energy and clean technologies, with strong
community sustainability projects. IndusInd’s “Green Office Project” installs solar ATMs, targeting lower emissions

and power consumption. These banks exemplify clean operations and strategic green lending (Bihari, 2023).

9. ICICI Bank Ltd - ICICI’s “Go Green” program encourages digital banking, eco-loans for EVs and green homes, and
organizes awareness events like Earth Hour and World Environment Day. Discounts on processing fees for sustainable
purchases reflect its customer-focused green ethos. The bank actively collaborates on green governance platforms and

promotes paperless finance (ICICI ESG Report, 2024).
V. CHALLENGES IN IMPLEMENTING GREEN BANKING STRATEGIES IN INDIA

Despite its growing momentum, the transition towards green banking in India faces several critical roadblocks—economic,
regulatory, operational, and behavioural. These challenges must be acknowledged and addressed to ensure the successful

mainstreaming of sustainable finance in the Indian banking ecosystem.
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1. Balancing Purpose with Profit - Green banks operate with a dual mandate—profitability and environmental
stewardship. Unlike traditional banks, they serve a more niche clientele focused on sustainability. This narrows their
customer base and limits scalability, especially during economic downturns. As observed by IFC (2024), many green

finance institutions struggle to achieve operational break-even within the first 3—4 years.

2. Sectoral Concentration and Financial Exposure - By focusing loans on environmentally compliant industries—Ilike
renewable energy, EVs, and sustainable agriculture—green banks inadvertently increase their exposure to sector-
specific risks. As per RBI Green Finance Review (2023), macroeconomic shocks or policy changes in these sectors can

cause volatility in asset quality, impacting credit performance and investor confidence.

3. High Operating and Human Resource Costs - Green finance demands skilled human capital capable of evaluating
ecological risks, carbon footprints, and ESG compliance. Recruiting and training such staff entails high costs.
Moreover, offering concessional loans to sustainable ventures can affect profit margins, as highlighted in UNEP FI
(2022).

4. Reputation and Ethical Risk - Banks are increasingly under public scrutiny for their lending decisions. Supporting
environmentally harmful or ethically questionable projects—even indirectly—can lead to backlash, brand erosion, and
stakeholder distrust. Heim et al. (2005) emphasize that reputation risk is amplified in the era of digital activism and

heightened climate consciousness.

5. Inadequate Regulatory Framework - While initiatives like SEBI’s ESG disclosure norms and RBI’s draft sustainable
finance roadmap (2024) are steps forward, India still lacks robust, enforceable legislation mandating environmental due
diligence in financial transactions. This regulatory ambiguity leaves banks vulnerable to sudden policy shifts and legal
liabilities.

6. Absence of Mandatory Environmental Audits - Many banks do not mandate third-party environmental audits of the
projects they finance. Without independent environmental risk assessment, institutions remain blind to liabilities such
as pollution violations, hazardous waste mismanagement, or land encroachments. As per MOEFCC (2023), only 32%

of project-financing banks require any kind of ecological impact reporting.

7. Weak Post-Disbursement Environmental Monitoring - While banks often assess environmental risk pre-lending,
they rarely track compliance after disbursement. This "green fatigue™ post-approval undermines accountability and can

lead to financing unsustainable or non-compliant businesses over time.

8. Lagging Automation and Energy Audits - Several public sector and rural banks still lack automation of core
operations and energy efficiency protocols. Conducting digital energy audits and using energy-efficient infrastructure
like LED lighting or solar panels can save operational costs and carbon emissions. Yet, implementation remains
sporadic (TERI, 2023).

9. Policy Ambiguity and Fragmented Strategy - Many banks lack clear internal green finance policies or sustainability
integration within risk and credit assessment frameworks. This limits long-term vision, innovation, and systematic

execution of green banking strategies.

10. Shortage of Skilled Sustainability Professionals -There's a talent gap in professionals who understand both finance
and environmental science. Banks often lack ESG analysts, green bond verifiers, or climate risk modelers, limiting

their capacity to assess and monitor complex sustainable ventures effectively (World Bank, 2024).
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V1. SUGGESTIONS FOR STRENGTHENING GREEN BANKING IN INDIA

To embed sustainability into the core of India’s banking operations, institutions must move beyond token CSR initiatives

and adopt a strategic, systemic approach. Here are some actionable suggestions:

1. Enhance Customer Awareness via Digital Channels - Banks should proactively educate customers on green banking
practices through their websites, apps, and email communications. Interactive tools, infographics, and videos can make

eco-finance concepts relatable and practical.

2. Accelerate the Shift to Digital Banking - Encouraging online transactions, e-statements, mobile banking, and UPI
systems not only enhances efficiency but also drastically reduces paper usage and physical travel, cutting carbon

emissions.

3. Leverage Media for Environmental Messaging - Banks should use mass media—TV, radio, social media—to run

awareness campaigns about eco-conscious finance, green loan options, and sustainable banking behaviours.

4. Reduce Institutional Carbon Footprint - Implementing energy-efficient systems (LED lighting, solar panels), digital

documentation, and green-certified buildings can significantly cut operational emissions.

5. Reward Sustainable Customer Behaviours - Introduce incentives for customers choosing eco-friendly options—Iike fee

waivers for green home loans, cashbacks on EV purchases, or points for opting into e-statements.

6. Prioritise Green Lending - Financing projects in sectors like renewable energy, sustainable agriculture, water

conservation, and electric mobility can align banks with India’s net-zero goals (MoEFCC, 2023).

7. Deepen Social Responsibility Commitments - Supporting local environmental initiatives—such as tree plantation
drives, clean energy awareness camps, and waste segregation campaigns—can strengthen a bank’s social license to

operate.

8. Institutionalise Green Finance Policies - Develop clear internal policies for evaluating, financing, and monitoring

sustainable ventures. Sustainability goals should be embedded into credit risk assessment models.

9. Upskill Bank Staff in ESG and Climate Risk - Continuous training on sustainable finance, ESG frameworks, and

climate risk modeling will equip employees to better evaluate green business proposals and manage green portfolios.
VI1. ConcLUsION: THE ROAD AHEAD FOR GREEN BANKING IN INDIA

Green banking is no longer an optional CSR add-on—it is a strategic imperative in the face of intensifying climate risks
and global sustainability demands. While traditional Indian banks were initially slow to adopt this model, the momentum is
clearly building. The integration of environmental and social governance (ESG) into financial decision-making is now being
echoed not only by alternative lenders but also by mainstream players and regulatory institutions such as RBI and SEBI. If
Indian banks truly aim to become competitive in global markets and align with India’s Net-Zero 2070 Vision, green banking

must be adopted as a core business model.

Lending priority should be given to industries that are already green or are committed to transition, thereby simultaneously
safeguarding the environment and the bank’s asset quality. Despite the operational and regulatory challenges, the opportunities
for innovation, growth, and stakeholder trust in green banking are substantial. By embracing this transition sincerely, banks can
act as gatekeepers of environmental accountability—influencing industries to adopt cleaner technologies and responsible
practices. Ultimately, green banking isn't just about sustainability—it’s about future-proofing the financial sector, creating

resilient economic structures, and leaving a legacy that benefits not just the present, but generations to come.
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